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Annual Report of President to Stockholders 


The report of the operations of your company and its subsidiaries for the year 1937, in¬ 
cluding Consolidated Balance Sheet, Profit and Loss Account, and Surplus Accounts, is sub¬ 
mitted herewith. 


Sales and Profits 

Net sales in 1937 amounted to $381,868,220.28, an increase of $35,690,159.08, or 10.31% as 
compared with 1936. 

The consolidated net income for the year 1937 after income taxes, taxes on undistributed 
earnings, interest charges, and adequate depreciation, but before preferred dividends, amounted 
to $3,078,047.31, as compared with $4,157,252.53 in 1936. Preferred dividends amounting to 
$966,283.00 were paid during the year. Dividend requirements on the average outstanding 
seven percent, six percent, and five percent preferred stock during the year were earned 3.19 
times. After the payment of preferred dividends, the earnings of the company applicable to 
common stock were $2,111,764.31, or at the rate of $2.62 per share on 804,358 shares, the aver¬ 
age number of common shares outstanding during the year. 

In spite of a^ substantial increase in sales volume, the net income for the year was lower 
than for the previous year. This decline in net earnings is largely attributable to wage increases, 
increases in Social Security and other taxes, and sharp price declines during the last quarter of 
the year. 


Operations 

During the year 219 stores and 316 meat markets have been added. 

A total of 292 stores were closed, in which were located 196 meat markets, which were of 
necessity also closed. In accordance with the company's policy, the expense of closing all stores 
vacated, as well as the amounts expended for rent and for settlement of leasehold liabilities 
respecting such stores, were charged against current earnings. All fixtures transferred from 
closed stores were carefully appraised and only the current value of usable or salable fixtures 
was carried forward. Leasehold improvements on closed stores were charged off against current 
earnings, while such improvements on continuing stores are being charged off on an amortized 
basis. 

The annual sales, the average number of stores and meat markets in operation during the 
past five years, as well as the principal warehouses, bakeries and creameries in operation at the 
close of each year are shown below: 


Meat 
Markets 
Located in 


Years 

Sales 

Grocery 

Stores 

Grocery 

Stores 

Principal 

Warehouses 

Bakeries 

Creameries 

1933 

$220,156,842 

3,306 

2,051 

66 

21 

4 

1934 

242,966,383 

3,228 

2,085 

71 

21 

4 

1935 

294,697,600 

3,330 

2,354 

79 

21 

5 

1936 

346,178,061 

3,370 

2,490 

87 

21 

6 

1937 

381,868,220 

3,327 

2,670 

85 

21 

6 


As at December 31,1937, 3,274 stores, in which were located 2,705 markets, were in oper¬ 
ation. 

In addition to the principal warehouses, bakeries, and ereameries mentioned above, the 
subsidiaries of the company also operate 6 coffee roasting plants, 3 meat distributing plants, a 
milk condensery, a candy and syrup factory, and a mayonnaise plant, as well as a number of 
smaller warehouses. 


As part of the general plan relating to corporate reorganization, two minor subsidiaries 
have been liquidated during the year and their respective assets and businesses taken over by 
other subsidiaries. It is anticipated that further steps in this program of simplification will be 
taken in 1938. 


Financial Position 

The total net worth of the company and its subsidiaries as at December 31, 1937, according 
to the attached Consolidated Balance Sheet, was $47,334,239.41. On June 22,1937, the company 
issued and sold $15,000,000.00 principal amount of Ten-Year 4% Sinking Fund Debentures due 
June 1, 1947. These Debentures were sold to underwriters at 961^% of their principal amount 
plus accrued interest from June 1, 1937; and such underwriters made a public offering of the 
Debentures at 99^% of their principal amount plus accrued interest. The expenses of the com¬ 
pany in issuing and selling the Debentures (exclusive of the discount), including their regis¬ 
tration under the Federal Securities Act of 1933 as amended and listing on the New York 
Stock Exchange, amounted to approximately $176,000.00. From the net proceeds of the De¬ 
bentures, bank loans aggregating $12,400,000.00 which were outstanding at the time, were paid 
off. No bank loans existed as at December 31, 1937. 

The total current assets at the end of 1937 amounted to $45,305,669.71, while total liabili¬ 
ties, including the Debentures, amounted to $24,465,444.09, or an excess of current assets over 
liabilities of $20,840,225.62. The ratio of current assets to current liabilities (as stated on the 
Consolidated Balance Sheet) was 4.39 to 1. 

We indicate below the capital and surplus of the company, the book value of the preferred 
and common stocks, and the earnings and dividends for the past five years. The number of 
shares outstanding at the end of each year is used in determining book values, and the average 
number of shares outstanding during the year in computing earnings: 

Dividends 




Net Assets 

Book Value 

Paid Per 

Net Earnings 


Capital 

Per Share of 

Per Share of 

Share on 

Per Share on 


and 

Preferred 

Common 

Common 

Common 


Surplus 

Stock 

Stock 

Stock 

Stock 

1933 

$45,061,281 

297 

37.43 

3.00 

4.11 

1934 

45,095,479 

306 

37.99 

3.00 

3.61 

1935 

44,872,007 

314 

38.27 

2.50 

3.07 

1936 

46,759,491 

301 

39.18 

•3.50 

4.03 

1937 

47,334,239 

298 

39.49 

••2.50 

2.62 


♦On December 15, 1936, a dividend of $2.00 per share was paid to common stockholders in five percent pre¬ 
ferred stock. 

♦♦On December 15, 1937, a dividend was paid to common stockholders of 1/100 of a share of five percent 
preferred stock. Of this dividend, 50c represented the quarterly dividend (which except for tax reasons would 
have been made payable on January 1, 1938) and the remainder was an extra dividend. (Your directors con¬ 
sider that on December 15, 1937, the market value of the five percent preferred stock was $82.50 per share, or 
82^c per 1/100 of a share.) 

On March 17, 1937, Certificates of Amendment of the company’s Charter were filed. 
Among other things, these amendments increased the authorized amount of five percent pre¬ 
ferred stock to 194,909 shares. 

As an incident to the conduct of the business, the company enters into future commit¬ 
ments for the purchase of certain commodities. The amount of these commitments is reasonable 
as related to the size of the company’s operations. Provision has been made in the accounts in 
the amount of approximately $100,000.00 to cover cases where purchase commitment prices 
exceeded current purchase prices as at December 31, 1937. 

Special Chain Store Taxes 

Certain subsidiaries of your company have been and are now subject to special chain store 
taxes in the States of Colorado, Idaho, Iowa, Maryland, Montana and Texas. The Texas special 
chain store tax, which has been subject to litigation in the past two years, was recently declared 
valid by the Supreme Court of Texas. The aggregate cost of all chain store taxes during 1937 
was approximately $189,000.00. 


These special chain store taxes are sponsored by competitive interests, and the results of 
the 1936 Referendum on the California tax demonstrated the effectiveness of a defense based 
upon an aroused and enlightened public opinion. 

During the year, your company has given substantial financial support to continuing a 
public relations program in the various states in which operations are conducted. This program 
has included active participation by our pei*sonnel in the civic affairs of the communities, and 
demonstrations of the value of your company to consumers in improving the standard of living 
by reducing the cost of living. 

Your company has continued to give vigorous assistance to agriculture through special 
merchandising efforts applied to its commodities for the purpose of demonstrating to the farm¬ 
ers of the country the value to them of chain store distribution and of aiding them in emergen¬ 
cies by the sale of surplus commodities when such surpluses threatened to unstabilize farm 
conditions. 

Although no additional states in which the organization operates enacted special chain 
store taxes during 1937, there was introduced in the House of Representatives in February, 
1938, a bill for a federal excise tax on chain stores. The basis of taxation proposed in this Bill 
would impose upon your company a tax of approximately $62,000,000.00 in the third year after 
date of enactment. The announced purpose of the sponsors of this Bill is to compel liquidation 
of chain store organizations. 


Personnel 

The company's contribution to the welfare of its employees under the Federal and State 
Social Security Acts for the year 1937 aggregated approximately $1,055,000.00, and it is esti¬ 
mated that the contribution in 1938 will aggregate $1,413,000.00. 

Although adapting itself to the current social philosophy of group collective bargaining, 
your company has believed that regardless of personnel affiliations with unions or individual 
or collective union activities, there should be no diminution of its responsibility to its employees. 
Your company has made no change during the recent years of general unsettled labor condi¬ 
tions in its policy of encouraging and contributing support to the maintenance of group insur¬ 
ance for members of the Safeway Employees' Association. The company's contribution for this 
purpose has averaged approximately $160,000.00 annuaUy over the past five years. The Safe¬ 
way Employees' Association now comprises over 20,000 members with total life insurance in 
force aggregating approximately $49,500,000.00. 

Your company has continued to treat each employee as an individual, to keep personnel 
records, and make compensation according to individual merits. No fundamental change has 
been made, therefore, in the company's policy of paying store and sales employees in mana¬ 
gerial positions a share of the earnings of the unit, district or division. 

There is a strong sense of loyalty and unity of purpose within the company's ranks, and I 
wish to take this opportunity to express publicly my personal appreciation of that spirit. 


L. A. WARREN, President. 


SAFEWAY STORES, INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Balance Sheet As At December 31, 1937 


Current Assets: ASSETS 

Cash in Banks and on Hand..... 

Accounts Receivable—Trade, less Reserve $143,097.85_ 

Government Accounts Receivable and State, County and Municipal 

Warrants_ 

Sundry Accounts Receivable____ 

Merchandise Inventories—at Lower of Cost or Market_ 

Total Current Assets___ 


Prepaid Expenses: 

Rents, Taxes and Licenses_$ 269,607.38 

Insurance_ 222,499.35 

Miscellaneous Supplies, etc_ 236.663.74 

Investments and Advances: 

Security Investments—at Cost_ 272,123.68 

Indebtedness of Affiliate- 200,327.75 

Other Investments (including Balances in Closed Banks and Securi¬ 
ties Acquired therefor, less Reserve $95,583.14)_ 229,567.47 

Fixed Assets—at Cost: 

Land. 3,474,121.21 

Buildings. 11,681,810.02 

Store and Warehouse Fixtures and Equipment and Leasehold 

Improvements—- 24,384,897.88 

Automotive Equipment-- 2,652,861.83 

42,193,690.94 

Less Reserve for Depreciation- 17.717.339.63 

Debenture Discount and Expense—Balance Unamortized—.. 

Total—.... 


Current Liabilities: LIABILITIES 

Accounts Payable..... 

Debenture Sinking Fund Payment due April 15, 1938... 

State Sales Taxes___ 

Accrued Expenses..-___ 

Dividends Payable----- 

Reserve for Federal Income and Surtax and Canadian Income Tax_ 

Total Current Liabilities.... 

Ten year 4 % Sinking Fund Debentures—Due 1947__$ 15,000,000.00 


Less Sinking Fund Payment due 1938---- 

Minority Interest in Canadian Subsidiary.... 

Capital and Surplus: 

Preferred 7 % Cumulative Stock, Par Value $100.00 per share. 

Redeemable at $110.00: 

Authorized and Outstanding—79,184 Shares____ 7,918,400.00 

Preferred 6% Cumulative Stock, Par Value $100.00 per share. 

Redeemable at $110.00; 

Authorized and Outstanding—55,732 Shares_ 5,573,200.00 

Preferred 5 % Cumulative Stock, Par Value $100.(X) per share. 

Redeemable at $110.00; 

Authorized 194,909 Shares 

Outstanding 23,733-9/10 Shares...... 2,373,390.00 

Common Stock without Par Value; 

Authorized 1,500,0(X) Shares 

Outstanding 806,624 Shares—(Note 1)... 9,795,648.13 

Paid-in Surplus___ 11,787,414.90 

Earned Surplus....... 10,271,640.32 


Less 1,672 Shares 7 % Preferred, 1,407 Shares 6 % Preferred, 679-4/10 
Shares 5 % Preferred and 64 Shares Common Stock in Treasury— 

at Cost__ 385,453.94 

Contingent Liabilities for Sundry Guarantees. 233,256.94 

Total...... 


$ 8,164,138.39 
3,219,344.58 

1,626.708.53 

409,107.71 

31,886,370.50 

45,305,669.71 


728,770.47 


702,018.90 


24,476,351.31 

651,145.61 

$ 71,863,956.00 

$ 6,099,201.98 
850,000.00 
262.355.19 
1,942,092.49 
237.178.50 
924,615.93 

10,315,444.09 

14.150,000.00 

64,272.50 


47,334,239.41 


$ 71.863,956.00 


Note 1—^After deducting 13,360 Shares held in Treasury of which 10,000 Shares are reserved to cover non-assignable options to 
the President of the Company exercisable until January IS, 1947. 

Note 2—The Assets and Liabilities of the Canadian Subsidiaries have been included at par of exchange. 

Note 3—Federal and Canadian Income Tax Returns for the year 1936 are subject to final review. Lawsuits incidental to the 
Companies' operations are reasonably covered by insurance. 
































































SAFEWAY STORES, INCORPORATED (A Maryland Corporation), AND SUBSIDIARIES 
Consolidated Profit and Loss Account for the Year Ended December 31, 1937 


Sales (Net).. 

Cost of Sales--- 

Gross Profit__-..... 

Operating and Administration Expenses.$ 64,579,933.53 

Provision for Depreciation. .___3772^889^ 

Net Operating Profit___ 

Other Income........ 

Income Deductions: 

Debenture Interest and Discount... 364,784.16 

Other Income Deductions...^___J47j018J8 

Provision for Federal and Canadian Income Tax (including $14,896.78 
Surtax on Undistributed Profits)----- 

Deduct Proportion Accruing to Minority Stockholders in Canadian 

Subsidiary---- 

Net Income_ 


$381,868,220.28 

309,220.997.39 

72,647,222.89 

68,352,822.62 

4,294,400.27 

252.259.20 

4,546,659.47 


711,803.04 

3,834,856.43 

752,980.12 

3,081,876.31 

3,829.00 
$ 3,078,047.31 


Earned Surplus Account for the Year Ended December 31, 1937 

Balance as at December 31, 1936... 

Net Income for Year ended December 31, 1937—.. 

Deduct: 

Cash Dividends on Preferred Stocks..$ 966,283.00 

Dividends on Common Stock: 

Cash __$1,220,635.90 

5 % Preferred Stock—at par_ _ 788,090.00 2.008.725.90 

Balance as at December 31, 1937- 


$ 10,168,601.91 
3,078,047.31 
13,246,649.22 


2,975.008.90 

$ 10.271.640.32 


Paid-in Surplus Account for the Year Ended December 31, 1937 

Balance as at December 31, 1936.... 

Add: 

Market Value of 7,640 Shares of Common Stock in Treasury 

(previously charged to Paid-in Surplus) issued for the following: 

Land and Buildings_$ 136,337.50 

Preferred Stock of Canadian Subsidiary.... 153.039.00 

289,376.50 

Excess of Par Value and Accrued Dividends over cost of additional 
Investment in Canadian Subsidiary-.^__195J8572 

Deduct Premium on Preferred Stocks Retired.. 

Balance as at December 31, 1937.. 


$ 11,347,013.29 


485,262.22 


11,832,275.51 

44,860.61 

$ 11.787,414.90 


To the Board of Directors of 

Safeway Stores, Incorporated: 

We have made an examination of the Consolidated Balance Sheet of Safeway Stores, Incorporated (a Maryland Cor¬ 
poration) and its subsidiary Companies as at December 31, 1937, and of the Consolidated Profit and Loss and Surplus Accounts 
for the year 1937. In connection therewith, we examined or tested accounting records of the Companies and other supporting 
evidence and obtained information and explanations from officers and employees of the Companies; we also made a general 
review of the accounting methods and of the operating and income accounts for the year, but we did not make a detailed audit 
of the transactions. 


In our opinion, based upon such examination, the accompanying Consolidated Balance Sheet and related Consolidated 
Profit and Loss and Surplus Accounts fairly present, in accordance with accepted principles of accounting consistently main* 
tained by the Companies during the year imder review, their consolidated position at December 31, 1937 and the results of their 
operations for the year. 

PEAT, MARWICK, MITCHELL & CO. 


San Francisco, California. 
March 4, 1938. 
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